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Abstract 
In this paper, the authors describe the process of converting from a microfinance organization to a regu-
lated bank in Haiti. The literature was helpful as far as some of the procedures were concerned, and the 
organization was able to use the recommendations. However the researchers found some major omissions 
in those recommendations as far as infrastructure was concerned. In some developing countries, it is im-
possible to install PCs because there is no electricity. Similarly network connections and access to the 
Internet without telephone service would be impossible. A comparison is made between the recommenda-
tions and the realities of the environment in Haiti. Future implementations could benefit from the findings 
of the authors. 
Introduction 
As they mature, microfinance institutions (MFI) around the world are increasingly moving towards com-
mercial practices.  The reasons for this trend are as complex as the field of microfinance itself. The main 
impetus appears to come from the need to leverage the savings deposits at the MFIs and turn them into 
funds that might be loaned to customers at competitive rates. The new source of funds would lessen de-
pendence on foreign investors whose generosity could be diverted to other areas of concern. Many MFIs 
began as a social service, sometimes as part of other social services to people in disadvantaged areas. 
Gibbons and Meehan (June, 2000) stated, “Many [MFIs] are gradually transforming their multi-program 
NGOs into de facto financial institutions because microfinance has become their most effective program 
for poverty reduction.” There is a great deal of literature on the subject of the relative success of MFIs and 
is not the subject of this paper. This report presents the application of one organization, Fonkoze in Haiti 
as it attempted to convert from MFI to regulated bank status. 
Fonkoze was founded as an alternative bank for the organized poor.  With headquarters located in Port-
au-Prince, Haiti, Fonkoze is currently in the transformation process, moving from a non-governmental 
organization (NGO) to a formal regulated financial organization.  Fonkoze has to deal with many chal-
lenges in moving ahead with the process, one of which is the state of the infrastructure in Haiti in general, 
and in the cities in which it has branches, in particular.  These challenges are only exacerbated by being 
physically located in Haiti, a developing country, where essential resources are non-existent, scarce or 
unreliable.  In this paper the authors review Fon-
koze’s transformation process and technological 
challenges found within this complex process, 
while highlighting areas where the literature is de-
ficient. 
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Technology Infrastructure Planning Models 
Technology infrastructure planning models found in the literature focus primarily on management infor-
mation systems (MIS).  More specifically these models are categorized in two ways: (1) identifying 
frameworks for analysis of current software packages and (2) outlining design and implementation meth-
odologies.   
Of the two previously mentioned models, the first type of model can be seen in USAID’s Management 
Information Systems for Microfinance: An Evaluation Framework (Mainhart, 1999).  As the title suggests 
this document is a good source for evaluating off-the-shelf packages and existing software.  The major 
components of the framework given are: 
A) Functionality and Expandability 
1) Functional completeness, appropriateness, and integration 
2) Expandability and institutional growth 
3) Flexibility 
B) Usability 
1) Ease of use and user-friendliness 
2) User interface 
C) Reporting 
1) Reports 
2) Report generation 
D) Standards and Compliance 
1) Accounting soundness and standards 
2) Governmental and supervisory adherence 
E) Administration and Support 
1) Security 
2) Backup and recovery 
3) Fault tolerance and robustness 
4) End-of-period processing 
5) Support infrastructure and maintenance 
6) Version control and upgrade strategy 
F) Technical Specifications and Correctness 
1) Technology and architecture 
2) Performance 
3) Number and date handling 
G) Costs 
1) Pricing and Costs 
The evaluation framework (Mainhart, 1999) given above is helpful for evaluating software, but provides 
no guidance to MFIs in the developing world where branches are often spread throughout the countryside. 
Those offices frequently do not have the basic infrastructure critical to business operations, such as elec-
tricity and communication systems.  When reviewing software it is important to match environmental 
conditions with the way in which the software performs.  As a result, there needs to be more emphasis on 
infrastructure. 
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From the experience of the authors of this paper we agree with Dennis Macray who says, “while [appro-
priate and effective hardware/software] is important, our experience in working with institutions at differ-
ent levels of growth has taught us that it is crucial to pay close attention to the overall institutional capac-
ity.” (Nexus, 2000)  Macray goes on to cite electricity, building security, and room temperature as exam-
ples of what needs close attention.  The authors feel that this statement is confirmatory of their concern 
that the plans reviewed in the literature assume that there is some available infrastructure, whereas the au-
thors have experienced regions in some countries that are totally devoid of any infrastructure.  Infrastruc-
ture is a precondition that is both critical and costly, and needs to receive further attention.  Even Macray, 
however, does little more than point out the importance of institutional capacity.  He does not cite how the 
organizations should resolve or have resolved their infrastructure capacity problems. 
The most complete and comprehensive guide on MIS for MFIs is a technical guide written by Charles 
Waterfield and Nick Ramsing, and published by The Consultative Group to Assist the Poorest (CGAP).  
The technical guide is titled Management Information Systems for Microfinance Institutions (Waterfield 
and Ramsing, 1998).  The CGAP website provides this resource material under its technical tools series.  
The guide comprehensively lays out not only a framework for reviewing software packages but also ad-
dresses a development and implementation framework.  The overall framework is laid out as follows: 
A) Introduction 
1) Why is information so important? 
2) What is a management information system? 
3) How do the parts of an MIS relate? 
4) Need experiences with MIS be so frustrating? 
5) What about manual systems or spreadsheets? 
6) Can I find standard MIS software to meet my needs? 
B) The Accounting System 
1) Accounting systems 
2) Cash versus accrual accounting 
3) Fund accounting 
4) The chart of accounts 
5) Financial statements 
C) Creating Reports 
1) Defining information needs 
2) Key issues in report design 
3) Reporting framework 
D) Tracking Performance through Indicators 
1) Interpreting indicators 
2) Portfolio quality indicators 
3) Profitability indicators 
4) Financial solvency indicators 
5) Growth indicators 
6) Outreach indicators 
7) Productivity indicators 
E) Developing and Implementing a Management Information System 
1) Phase 1: Conceptualization 
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a) Step 1: Forming the task force 
b) Step 2: Defining needs 
c) Step 3: Determining what is feasible 
d) Step 4: Assessing the alternatives 
e) Step 5: Preparing the MIS needs assessment report 
2) Phase 2: Detailed assessment and design 
a) Step 1: Performing a detailed assessment of software 
b) Step 2: Completing the design 
c) Step 3: Finalizing the MIS plan 
3) Phase 3: System development and implementation 
a) Step 1: Developing the software 
b) Step 2: Setting up the hardware 
c) Step 3: Preparing the revising document 
d) Step 4: Configuring the system 
e) Step 5: Testing 
f) Step 6: Transferring the data 
g) Step 7: Training 
h) Step 8: Running parallel operations 
4) Phase 4: System maintenance and MIS audit 
This guide is more comprehensive than the Macray document and Fonkoze found this guide exceptionally 
useful.  However, where Fonkoze needed to address important institutional capacity issues we found that 
this document provided inadequate guidance.  This guide did address determining what is feasible 
(E.1.c.).  This section breaks down feasibility into four areas (1) staff capabilities, (2) technology issues, 
(3) cost issues and (4) budget considerations.  Within the section on technology issues the guide does ad-
dress questions surrounding electricity and communication systems.  However, as with other guides the 
section provides neither specific solutions on the topic nor does it provide a reference to other documents 
that can help point out how other MFIs are mitigating this problem.  The remainder of this document will 
identify the need for further research on institutional capacity and will provide an example of how Fon-
koze is resolving this issue. 
Clearly, MIS is one of the most critical elements in almost any business environment. However, the litera-
ture does not provide guidance to institutions in developing countries where the infrastructure is at best 
weak. When the literature rightly documents the need for a well-developed MIS there appears to be an 
assumption that basic services such as electricity, telephone, water, and sanitation are available. The re-
searchers found that in Haiti and perhaps other developing countries, considerable time and money must 
be allocated to designing and implementing the infrastructure to support the MIS modules that are critical 
to the operation. 
Fonkoze’s Plan for Technology Infrastructure 
In the developed world, there are few instances where researchers have the opportunity to observe and 
document the process of an organization’s conversion from a microfinance institution (MFI) to a regu-
lated bank. The reason is obvious, in that microfinance is not as prevalent in the developed word as in de-
veloping countries. Recently the concept is being introduced into some inner-city areas of the U.S., but 
the likelihood that those institutions will need to convert to regulated status is not yet clear. 
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Fonkoze (a Kreyol acronym for shoulder to shoulder) is an economic alliance of peasant organizations, 
women's collectives, cooperatives, credit unions, Ti Machann (“little merchants” in Kreyole) groups, and 
religious communities, which assists grass-roots organizations in making the transition from political to 
economic activity by providing financial and technical services to its members.  The organization was 
founded in 1996 has grown to over 8,000 active borrowers with a dollar volume of 3.1 million loans and 
19,500 savers with $2.7 million dollars in total deposits by September 2001.  In addition to headquarters 
in Port-au-Prince, Fonkoze has 17 branch offices spread throughout Haiti.  This geographic dispersion 
creates many opportunities, but it also creates many technological challenges to a maturing financial or-
ganization. Fonkoze and other MFIs were created in response to the inability of poor people without col-
lateral to obtain loans from regulated banks. Even subsidized institutions failed to reach low-income peo-
ple, where repayment was low, and losses were high, leaving moneylenders as the only option. 
As it expands its financial intermediation services to the poor, the transformation process in becoming a 
formal regulated financial organization is critical to Fonkoze. Fonkoze’s Board of Directors has the re-
sponsibility of monitoring the mandate to serve the poor while transforming the organization to ensure 
future survivability. Transformation to regulated status will allow the organization to gain access to com-
mercial sources of funding in the global market, mobilize its $2.7 million in savings into loans, expand 
financial services to microentrepreneuers, and increase operational efficiencies through enhanced systems, 
controls, and transparency, in reporting that would result from links to regulators and other banking ex-
pertise (Champion and White, 1999). 
As discussed earlier, the primary focus in the current literature regarding upgrading a microfinance insti-
tution’s technology infrastructure is on MIS such as loan portfolio tracking software, general ledger ac-
counting software, and reporting requirements (Ledgerwood, 1999, Waterfield and Ramsing, 1998, Nexus 
2000, Mainhart, 1999). Clearly, MIS is one of the most critical elements in almost any business environ-
ment. However, the literature does not provide guidance to institutions in developing countries where the 
infrastructure is at best weak. When the literature rightly documents the need for a well-developed MIS 
there appears to be an assumption that basic services such as electricity, telephone, water, and sanitation 
are available. The researchers found that in Haiti and perhaps other developing countries, considerable 
time and money must be allocated to designing and implementing the infrastructure to support the MIS 
modules that are critical to the operation. 
In fact, the Central Bank in Haiti had never received an application to convert from MFI to regulated 
status prior to Fonkoze’s application. The initial request was denied because the Central Bank did not 
have the time to formulate procedures that should be followed. In a subsequent meeting, other branches of 
the government encouraged the Central Bank to consider the application favorably and impose conditions 
comparable to those on existing financial institutions in Haiti. The first requirement was the absolute need 
for computerized record keeping in every branch. In addition, the operations at Fonkoze and regulated 
banks in Haiti would have to be indistinguishable. That would require significant additional hiring, but 
Fonkoze had sufficient information about this aspect from the literature and from the regulatory authori-
ties. 
Fonkoze has identified five specific challenges that it faces in the transformation process.  These chal-
lenges are: (1) improving loan interest yield, (2) raising required capital, (3) improving financial leader-
ship, (4) securing legal assistance and (5) Improving data reporting.  However, before Fonkoze could ade-
quately resolve all of these challenges there were certain preconditions, which had to be met. 
These preconditions to transformation include the need to ensure that the organization is sustainable 
(Christen, 2000). Sustainability is a precondition to obtaining a license (Christen, 2000).  Sustainability, 
however, is a difficult precondition because it has many meanings.  Sustainability could range from 
highly subsidized programs to fully financially self-supporting organizations and financial self-sufficiency 
is a prerequisite for making financial enterprises widely available to microenterprises (Otero and Rhyne, 
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1994). The importance of sustainability was confirmed by Otero and Rhyne (1994) who asserted that mi-
crofinance can attain wide outreach only outside the subsidized credit model, in self-sufficient commer-
cial institutions.  MFIs historically raise their interest rates to attain sustainable levels, but cost effective-
ness must also be addressed. One reason for increasing cost effectiveness is to minimize the interest rate 
to the poor and poorest (Gibbons and Meehan, 2000). The authors of this research report believe that in 
progressing through the levels of sustainability, Fonkoze must first show operational sustainability before 
accomplishing financial sustainability in the transformation process.  
Fonkoze has met most of the requirements for operational sustainability by hiring senior staff people as 
required by the regulators, building institutional capacity and increasing efficiencies by upgrading its cur-
rent (1) electrification management, (2) communications system and network management, (3) software 
acquisition and (4) hardware acquisition.  Unfortunately, when Fonkoze looks to the literature for guid-
ance it has found solutions only to problems (3) and (4).  
Fonkoze is the only organization in some of the more remote areas of Haiti, and therefore the only option 
for the residents who wish to start a savings account. As a consequence of this activity, a significant 
amount of funds collected by Fonkoze cannot be used by the organization because MFIs are not permitted 
to invest funds from savings accounts or to loan that money to other borrowers and earn a higher interest 
rate. Thus in order to serve their customers better, Fonkoze applied to the Haitian Government Banking 
authority for permission to convert from MFI to regulated bank status. 
While the government granted the organization one year to meet all the requirements, the debate within 
Fonkoze was more philosophical. Fonkoze was founded in 1996 as a community organization dedicated 
to making loans to the organized poor. Most of the members and potential customers are illiterate and 
without collateral have no hope of getting loans from conventional banks. Thus the work at Fonkoze is 
labor intensive, as each customer has to be coached and assisted through every transaction by a staff 
member. The Board of Directors at Fonkoze is made up of some of the members who know very well 
their personal dependence on the services provided by the organization. They are concerned that Fon-
koze’s conversion to regulated status would cause them to be separated from the organization as they have 
been from the regulated banks in the country. However, the Board developed policies that would protect 
the poor customers while greatly improving the ability of the bank to ensure its long-term survival. The 
funds available from the depositors’ savings would be a major source of revenue once those funds were 
invested, would significantly improve Fonkoze’s financial position. 
The conversion to regulated status calls for some changes in the record keeping and database maintenance 
of the organization. Every branch must have a computerized record keeping system, and a centralized sys-
tem at which all the transactions would be recorded on a daily basis. The authors had already reviewed 
some MFIs in Nicaragua, the infrastructure of which would readily support the proposed enhancements 
that the Haitian Banking authority was imposing on Fonkoze. However, Haiti faces many more chal-
lenges and inadequate infrastructure is certainly one of them. As previously stated, Fonkoze has 18 offices 
covering the entire country. Only 4 of those offices have electrical service from the local authority. Only 
two have telephone service, since many of the offices are in remote areas that are inaccessible to vehicles, 
requiring people to walk along mountain trails and ford streams as they move around. Even in areas where 
services existed, they were unreliable and subject to frequent interruption. 
It is in this environment that the authors seek to examine the existing plans for their applicability in a de-
veloping country. What might emerge is a modified plan for developing an appropriate infrastructure in 
this developing country as a possible model for adoption in other such situations in developing countries. 
The plan is the result of the combined effort of a group of advisors from the Board of Directors, some of 
who have specific Information Technology of Telecommunications expertise; the Director of Information 
Technology for Fonkoze; an advisory group of technically qualified professionals in Haiti, and the au-
thors. The Board of Directors must approve the plan since it involves significant capital expenditure. The 
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infrastructure expense must be considered as a startup cost since without the complete implementation of 
such a plan, government approval would be impossible.  
The following plan was developed for presentation to the full Fonkoze Board of Directors: 
A. Project development  - needs analysis 
B. Planning and Design 
i.Basic design elements 
ii.Providers response to requirements definition 
iii.Costs and Schedule 
There are three distinct parts to the project: 
1) Electrification of branch offices 
2) Network and Telecommunications 
3) Software acquisition 
A. Project Development 
The first step is to evaluate the existing situation, and then to determine the needs as far as securing gov-
ernment approval is concerned. The current infrastructure must be clearly defined so that the design might 
determine what deficiencies if any, need to be remedied. There are currently 17 branch offices and the 
main office in Port-au-Prince. In order to manage the project and deliver services reliably, the team de-
cided to create three organizational levels, main office, branch office, and remote office. Clearly the re-
mote offices are in areas that would not have the same infrastructure as the branch offices. The branch 
offices would act as regional service centers. 
Fonkoze’s main office is the only current location with computers and a staff of data recorders. All the 
branch offices arrange to deliver their transaction records to the main office periodically. In order to do 
this, an employee must use public transportation to carry the ledgers to the staff at the main office. The 
employee then returns to the remote branch office. This journey could take from one hour to seven hours 
each way depending on the distance from the capital. Only two of the branch offices have a telephone, the 
waiting list for a telephone where one is available could be as long as seven years. In most of the offices 
there is no possibility of telephone access since the terrain does not lend itself to it, and the remoteness of 
the land and the poverty of the people means that it would not attract service providers. Thus not only is 
the database lagging behind the actual activity by at least one week, it also means the branch managers are 
potentially making loans without knowing the true status of the customer’s account. 
Fonkoze currently uses software from FedComp designed to service Credit Union transactions. It is a 
multi-station DOS-based application, and works accurately and provides a reasonable array of report 
choices for the management. However, it is not a multi-currency product, and Fonkoze does a substantial 
business converting U.S. dollars to Haitian Gourdes. A separate version of Fedcomp had to be acquired 
just to handle the second currency, but that rendered the financial report exceedingly complicated and 
cumbersome.  
Apart from the main office, four other offices had access to electricity. The Port-au-Prince branch is lo-
cated within the building that houses the main office and benefits from that proximity. The other offices 
use either electricity from the local vendor or a diesel powered small generator to produce the electrical 
power they need. All the offices, including the main office, have an “inverter” or a group of batteries that 
store the power generated from some source for later use. Even in the capital, power is extremely erratic, 
and the voltage certainly fluctuates significantly. It is not unusual to have the power cut each day without 
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any notice, and sometimes it does not return for several hours or even days. The telephone service is 
equally erratic, and that does not cover much of the country. It is not surprising then, that cellular tele-
phones are selling well in the country. Often it is the only way for family members living in another coun-
try to contact their relatives. 
Therefore unlike plans for Information Technology development in some other countries, the challenges 
in some developing countries such as Haiti, pose a challenge to the designer. In order to meet the re-
quirements for regulated bank status, Fonkoze needs to make a number of infrastructure upgrades. Before 
planning computer and network services for Fonkoze, a plan should be developed to for the simple neces-
sities of a business environment. Those services would include electrical and telecommunications service, 
and qualified and trained staff members. Obtaining adequate office space and furniture may not be as eas-
ily resolved as it would in a developed country. Just as in any other country, securing the daily money 
transactions and funds is a particular concern in Haiti. Some of the offices are located in structures that 
are inherently insecure, and the personal safety of the employees handling the funds is also a considera-
tion. In its movement to a regulated bank, Fonkoze must take all this into account, evaluate the cost of this 
upgrade, the mission of the organization, and how its unique and critical service to the poor will migrate 
and survive in the new environment. 
B. Planning and Design 
i).   Basic design elements: The main office should be maintained in a way that is consistent with its 
status as the head office of a regulated bank. It should have the appearance and support structure that 
inspires confidence in the customers and pride in the employees.  
ii).  Development of Request for Proposals (RFP): A formal RFP will be prepared so that all the re-
spondents clearly understand the project and to what they must respond. This process also ensures a 
fair and analytic evaluation of each proposal. 
iii). Costs and Schedule: With the RFP submissions the team will have a good idea of the potential 
expenses for the most expensive aspects of the technology plan. The responding vendors will also 
provide an execution plan that includes implementation strategy and time frame. These plans will be 
matched against the overall plan for the conversion to regulated status and adjusted as necessary. 
The above overall plan is further divided into three specific areas of detail that are critical to the develop-
ment of detailed specifications for the main office and all the other locations in the organization: 
1. Electrification of branch offices 
The objectives of this segment are a) to guarantee appropriate electrification of each branch, b) to evaluate 
and improve the existing installations, c) install electrical support for a two-year growth cycle, and d) put 
maintenance plan in place to support above current and future plans. 
The above objectives would require the following items: installation of regular and backup energy sys-
tems for the computers, typically this would require an uninterrupted power supply for each system; an 
inverter with a digital circuit for the computers and an analog circuit for other devices; where no power 
currently exists, either solar cells or a diesel fired generator will be needed. The minimum requirements in 
every office at all levels will be electrical power for lights and fans, computers and printers, and a water 
cooler. The remote offices will only have a single computer, but the branches should be prepared for at 
least three each.  
The power requirements depend on the number of electrical devices in the office.  Thus the branches 
would require at least two inverters to ensure continuous operation even when external power supply is 
interrupted or unavailable. The remote offices would be able to operate with a single inverter, but a 
backup would be advisable. The remote offices would be backed up by the nearest regional office, where 
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the state of readiness must be at the highest level at all times. The remote offices have no nearby repair 
facility in case of equipment failure; in fact even some of the regional offices would have to transport 
equipment to Port-au-Prince for repairs. Thus a plan for emergency response is essential, since in a regu-
lated bank environment, timely reporting is a major requirement. The current inventory indicates that 5 
offices (including the main office) have inverters. The remaining 12 locations have neither inverters nor 
electrical power supply.  
The RFP respondents must provide: 
• Itemized list of components with prices 
• Service costs 
• Customer expenses 
• Form of payment 
• Implementation plan (Project Plan) 
 Specific steps 
 Date and time for completion for each step  
• Regular progress reports during implementation 
• Maintenance plan 
2. Communication System and Network Design 
The objectives set up for this activity included designing and maintaining a stable, secure, and reliable 
environment worthy of a regulated system in any country. This must be accomplished so that the opera-
tional costs are lower, and less reliant on management intervention. The system would be independent of 
the existing telecommunications vendor, and designed to operate without the need to upgrade for at least 
three years.  An important objective would be the elimination of long distance dialing through the use of 
alternate mechanisms. The quality of service will be indistinguishable from that of any other financial or-
ganization. 
Fonkoze will address these important areas in three phases: main office, branch offices, and finally the 
remote offices. The main office needs all the facilities that a bank in the US would. Thus twenty-four hour 
telephones, network availability and access to the central database would be absolute requirements. In fact 
the government would not grant regulated status without that level of infrastructure. What is well known 
is that the cost of this infrastructure is a significant challenge to this organization as it would be to any 
fledgling operation in a developing country. The Board of Directors spent two years working with venture 
capital firms raise the investment necessary to meet the requirements of the government. The startup costs 
including electrification, communications, networks, and software requirements must be raised separately.  
The communication between the main office and all other offices is through a telephone connection, ei-
ther landlines or wireless. The branch offices will use landlines through the local telephone service to an 
Internet Service Provider (ISP). The remote offices will use a wireless option to connect to the ISP. A cor-
responding supporting network must be installed at the main office. The first phase will include the com-
plete communications and network installation at the main office. The main office must be completely set 
up before the other offices can be served since the daily updates and access to the database at the central 
office requires that the main office be prepared for that activity. The second phase will bring the branch 
offices online in order of transaction volume. However, the readiness of the telephone and ISP vendors 
could affect the specific order of installation. 
Fonkoze expects that once the entire system is operational, the reliability of their money management will 
improve, the information will be consistent and more accurate, and thus the service will be better at a 
lower cost (Appendix A). Reliance on local telephone companies is considered the weak link in the sys-
Transition From A Microfinance Institution 
1522 
tem. The reliability of the enterprise-wide network and communications system is dependent on service 
providers that have not been known for continuous service. The state of infrastructure throughout Haiti is 
tenuous at best even in the cities. In rural areas it is largely nonexistent. How Fonkoze expects to over-
come the obstacles to continuous operation throughout its enterprise while depending on unreliable ser-
vices is a significant question.  
Fonkoze reviewed the options of either installing a leased line from each of the offices to the main office, 
or a dialup service. The first option is usually appropriate for large organizations with adequate trained 
staff and is both expensive, and in Haiti unreliable. The second option would not work in rural areas, 
where telephone service is nonexistent, and those offices that do not now have telephones would have to 
wait several years for a telephone connection. The technical plans call for the installation of a virtual pri-
vate network (VPN) through a national ISP that will include its own telephone lines. They would include 
Fonkoze’s main office and all the branch offices. A wireless connection will be used for offices that do 
not currently have a telephone and for the rural offices. A VPN is less expensive than leased lines and 
would eliminate all long distance dialing since each office would use a local telephone connection to the 
ISP. The VPN then uses the ISP’s Internet service to access its central database along the secure VPN. A 
VPN acts as though it was a leased line although it is not. Security is effected through encryption technol-
ogy and a firewall at the main office as well as the branch offices. The main office and the branch offices 
will have a router to connect the network segments efficiently.  
The installation at the main office will include routers for the servers, and for connection to the external 
world, a firewall for security, software to permit remote access to the databases, and accounts with an ISP 
to permit every office in the system to eventually connect through the VPN along the Internet to the data-
base system in the main office. As the system expands, every office will have connectivity to the main 
office. The volume of business in each office will determine the order of installation, but every office will 
have a VPN client. The client software permits encrypted transmission between the offices along the 
VPN.  
3. Banking Software Acquisition 
The present environment is not acceptable for the regulators in Haiti. The current vendor’s product was 
acquired when Fonkoze had only one office, and 600 accounts, and a single license of the product. Within 
two years that license was expanded to cover 5 additional computers and one more to handle the currency 
conversion activity that was growing in volume. However the interface was in English and not understood 
by more than a few employees. In 2001 the user interface was still in DOS 6.0 and not showing signs of 
upgrading to a Windows environment. Clearly if Fonkoze was interested in convincing the regulators that 
they were prepared for regulated banking operations, a major effort would be needed in the area of soft-
ware selection. At the same time the potential for a large expenditure on a software package was not lost 
on the Board of Directors. The Board along with the management team at the main office developed a set 
of objectives that could be used during the selection process. 
The objectives took into account the needs of the main office and all the other Fonkoze offices in the 
country. The intention was to investigate the software currently being used by the regulated banks in 
Haiti, as well as some neighboring Caribbean countries, and decide what would be useful and desirable 
for Fonkoze. This exercise brought out the need for Corporate Administration, Retail Branch banking, 
System Administration, Operations and Control, Multiple Currency capability, and Financial Manage-
ment and Reporting. 
Each of the retail sites (branch offices) must include Teller and Loan operations, Financial Statements, 
and Profitability Analysis, Accounting, and Payroll. The Teller and Loan operations should support client 
identification, savings and loan groups, savings interest calculations both daily and rolled up, reimburse-
ment schedules, certificate of deposit management, money orders, and currency exchange. Financial 
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Statements, and Profitability Analysis, should include statements for savings and loan accounts, portfolio 
analysis, account analysis, and cash reconciliation. Accounting, and Payroll should support an integrated 
distributed general ledger consistent with GAAP regulations, and a complete payroll system.  Thus the 
software would have to support multi-branch, multi currency and multi lingual operations, and have high-
level security modules, user authentication, multi-year backup and retrieval. 
In all phases, there will be assessment criteria established by the Board, and by which Fonkoze will 
evaluate employees and the potential vendors. Every vendor would have to provide a five-year financial 
statement indicating the company’s strength, current sales revenue, testimonials from existing customers, 
and any information that would allow Fonkoze to evaluate the viability of the vendor. In addition the ven-
dor would have to supply the contact information of a current client similar to Fonkoze, and a secure ad-
dress where the source code of the application would be available in case the vendor should cease to oper-
ate. The cost information should include a breakdown by software module, and should itemize training 
and maintenance costs clearly. Any charges in addition to the stated purchase price of the software should 
also be clearly itemized in the proposal. 
Conclusion 
The authors have presented a comparison between the process of transformation from MFI to regulated 
status as described in the literature and one that was implemented in a developing country. As the organi-
zation in Haiti started the process of converting to regulated status, and followed the recommended proce-
dures, it became clear that certain critical elements were not mentioned. The absence of basic infrastruc-
ture in Haiti required significant modification to the plan. Before any software could be acquired, every 
office would have to be capable of supporting electrical devices, telephone services, and basic human 
amenities. Most designers would assume that those items were present and fail to make recommendations. 
The researchers found that the development of a detailed plan for electrification, and telephone communi-
cations required specific expertise. That expertise was expensive as was the equipment and projected in-
stallation cost. That new information inevitably raised the cost of conversion to regulated status, the fund 
raising for which was the responsibility of the Board of Directors. 
The researchers believe that the problem experienced by Fonkoze in Haiti could be found in several other 
developing countries. In many instances even where electrical power is available, it is unreliable or incon-
sistent. Even telephone service in many developing countries is not very different than what was de-
scribed in this report. The need for a VPN is a viable alternative to the expense and technical difficulty of 
creating and maintaining a private network. If not for the existence of a VPN, the only option would be 
for Fonkoze to create its own private network, which would raise the cost of the project considerably. The 
connection to the Internet through an ISP provides the security required for financial transactions, while 
keeping the costs down. There is usually a shortage of technically qualified personnel and Haiti certainly 
does not have an adequate supply of qualified technicians. By contracting with an ISP to provide a VPN, 
Fonkoze was freed from the responsibility to manage its own network.  
It is clear that developing countries require more detailed recommendations for technology enhancement. 
Some of the assumptions that would be reasonable in developed countries are rendered incomplete when 
they are used in developing countries. Future researchers might wish to examine the particular needs of 
remote areas in various countries that need to share in the technological advances of the developed world 
or they will become victims of the digital divide.  
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Appendix A 
Overall Network Architecture 
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